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Chapter DFI-Sec 4
LICENSING OF BROKER-DEALERS AND AGENTS

DFI-Sec4.01 Licensing procedure. DFI-Sec 4.07 License period.

DFI-Sec 4.02 Net capital requirements and aggregate indebtedness limitatiori3FI-Sec 4.08 Withdrawal of licenses.

DFI-Sec 4.03 Broker—dealers’ records. DFI-Sec 4.085 Temporary agent licensing.

DFI-Sec 4.04 Reporting requirements. DFI-Sec 4.09 Denial, suspension, revocation and censure.
DFI-Sec 4.05 Rules of conduct. DFI-Sec 4.10 Bank agency transactions.

DFI-Sec 4.06 Prohibited business practices. DFI-Sec 4.1  Brokered certificates of deposit.

Note: Chapter SEC 4 as it existed on December 31, t@Errepealed and a new js required to take and pass, or receive a waiver from passing, each

chapterSEC 4 was createdfeftive January 1, 197&hapter SEC 4 was renumbered f FR i
chapteDFI-Sec4 under s. 13.93 (2m) (b) 1., Stats., and corrections made undef:‘%(ammatlorln pars. (b) to (h) that relates to the apph(ﬁpt’O

13.93 (2m) (b) 6. and 7., Stats., RegisBcember1996, No. 492. posedsecurities activities:
(a) The Series 7 General Securities RepresentBttaenina
DFI-Sec 4.01 Licensing procedure. (1) Applications tion or, in the case of applicants not registered withrthtonal
for initial and renewal licenses of broker—deakems agents shall associationof securities dealers, inc. @ny oganized stock
befiled with: exchangen the United States, the Series 2 Securities Exchange
(a) The division on forms prescribed by the division in s. DFICOMMIssion Only/National Associatiorof Securities Dealers
Sec9.01 (1); or Non-MemberGeneral Securities Examination.

(b) The central registration depository of the national assocja_(P) The Serie$ Investment Company Productsfiable Con
tion of securities dealers as developed under contract with #ﬁ%ctsRepreser?tatlve Examination.

North American securities administrators association, on forms (€) The Series 22 Direct Participation Programs Representa
establishedor the central registration depository tive Examination.

(2) (a) Except as provided in pgb), an “application” for pur (d). The Series 52 Municipal SecuriticRepresentative
posesof s. 551.32 (1) (b), Stats., means all information requirdgkamination. - o ,
by the form prescribed under sub. (1) together with any additional (€) The Series 62 CorporaBecurities Limited Representative
informationrequired by the division. Examination.

(b) An application for initial license dor renewal of a license _ (f) The Series 42 Registered Options Representative Examina
asa broker—dealer registered with the national associatiseanf  tion.
rities dealers, inc. consists of the payment of Wisconsin (@) The Series 72 Government Securities Representative
broker—dealelicense fee and, in the case of an initial applicatiofrxamination.
the examination fee prescribed by s. DFI-Sec 7.01 (3) (a), to the(h) The Series 82 Private Placement Representative Examina
centralregistration depository of the national association of-seciion.

rities dealers as developed under contract withNorth Amer (4) The examination requirement in sub. (3)visived for any
cansecurities administrators association. An application fer ir?sj
li

licantwho meets the criteria set forth in any af¢he para
tial license as a broker—dealer under this paragraph shall é) y P

deemediled under s. 551.32 (1) (a), Stats., on the date the applica phs in this subsection:

g N lan 1 ,, (a) The applicant has passed with a grade of at least 70% the

:Ieocnolrfjstcr)?rt]ﬁ];ercr:rﬁftrrgmel\li(s)trgt-:ﬁllilg cgcs)itg&N;? INIiCZatci)(?ntPoer examinationsequired to be passed by the applicant under sub. (3)
i 9 P PP within 2 years prior to the date the application for license is filed

renewalof a license as a broker—dealer under this paragraph sii}rfl his state

be deemed filed under s. 551.32 (1) (a), Stats., when thenfee b) Th i has b i d within 2 . h
depositwith the central registration depository has been aIIocatgd( ) The applicant has been licensed within 2 years prior to the
atethe application is filed in this state, as an agent or as a broker—

to the division. o :
An lication” for initial i ; | of dealerunder the securitidaw of another state and the following
(c) An “application” for initial license or for renewal o aapplicableconditions are met:

licenseas securities agent for a broker—deadgristered with the 1. The other state where the applicant has been licensed has

nationalassociation of securities dealers, inc. consitle pay iredth it iti t state | e
mentof Wisconsin agent license renewal fees to the centrak redi§du/redthe uniform securities agent state law examinaioor
r that 2 year period.

trationdepository of theational association of securities deale o .
asdevelopedinder contract with the North American securities 2 In the case of examinations requiredsip. (3) (a) to (e),
administratorsassociation. An application for initial license as af€applicant has been registengith the national association of
agentunder this paragraph shall be deemed “filed” undg$%.32 securitiesdealers, incto engage in the type of business for which
(1) (a), Stats., on the date when the application is designated pplicant is applying for license within 2 years prior to the date
for approval on the records of the central registration depasitody flling of the application for license.

An application for renewal of a license as an agent under this para(C) The applicant has submitted an undertaking satisfactory to
graphshall be deemed “filed” under s. 551.32 (@), Stats., when thedivision setting forth how the applicamtictivities will be lim
thefee on deposit with the central registration depositoryobes ited in this state and, in the case of an agent seeking a limited
allocatedto the division. license,how the agent will be adequately supervised.

(3) Unlesswaived under sub. (4), each applicant for an initial (d) The applicant has been licensed under ch. 551, Stats.,
licenseas a broker—dealer or agent is required to tald pass Within 2 years prior to the date the application is filed as an agent
either the Series 63 Uniform Securities Agent State La@' broker—dealer to engage in the type of business for vihigh
Examinationor the Series 66 UnifornCombined State Law applicantis applying for license.

Examination, and take and pass one of the general securities busi(e) The applicant is currently registered and in gstaehding
nessexaminationsin par (a), unless the applicastproposed with The Securities anBlutures Authority of Great Britain and has
securitiesactivities will be restricted, in which case the applicanpassedhe Series 17 Modified General Securities Representative
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QualificationExamination folUnited Kingdom Representatives, (d) Written disclosure shall be provided regardingabents
exceptthat the applicard’activities may not includie ofer and simultaneougepresentation of more than one broker—dealer or
sale of municipal Securities unless the applicant passes tissuer,including the information in pafa), to each securitiesis
examinatiorlisted in sub. (3) (d). tomerof the agent not later than the date of receipt of the confirma

(f) The applicant is currentiegistered and in good standingtion for the first securities transaction for the accafrthe cus
asan agent with any Canadian stock exchange or with a securitRgerby the agent aftatual licensing is approved by the division.
regulatorof any Canadiaprovince or territoryor with the Invest (9) An agent seeking to provide investment advisory services
ment Dealers Association of Canada and has passed either aagart of thebusiness of the employing broker-dealer either must
Series37 or Series 3€anada modules of the Series 7 genergfssthe examination prescribéas. DFI-Sec 5.01 (3), or satisfy
securitiesrepresentative qualification examination, exciiatt  abasis for waiver of the examination under s. DFI-Sec 5.01 (4).

i iviti i History: Cr. RegisterDecember1977, No. 264eff. 1-1-78; am. (1), Register
the a_p_ph?an& aQtIVItIe? mayh not ml(-:IUde thefed %ggn-sale- of December1979, No. 288, &f1-1-80; am. (1) and (4) (b),(#) (c), renum. (4) (d)
municipalsecurities unless the applicant passes INAtioN  and(e) to be (4) (c) and (d), and recr(5), renum. (7) to be SEC 4.05 (8), Register
listed in sub. (3) (d). December1980, No. 300, &f1-1-81; am. (1) and (3), Regist&recember1981,
. . . . .No. 312, ef. 1-1-82; am. (3), (5) and (6),(®) (a), renum. (4) (b) to (d) to be (4) (a)
(@) The ap_phcant is currently registered and_m good standifgc). RegisterDecemberl982,No. 324, e 1-1-83; am. (1) (), renum. (2) to be
asan agent with any Japanese stock exchangétiorany Japa (129) :3(§)Nand3 221'&052)1(?46‘“(5(;?'?@@treg(s)' (4t)) agg 8(55),N Reglesct)ezfelcelmggr
i ot B ,No. s -1-84; cr(8), RegisterDecember: , No. X —-1-86;
nesesecurities dealers aSS.OCIatlon and has pqssed eitigeries . am.(2) (b), RegisterDecember1986, No. 372, &1-1-87; am. (3Jintro.) and cr
47 Japan module of theeries 7 general securities representatiye) (e) and (9), RegisteDecember1988, No. 396, &f 1-1-89, except (9), &f
qualification examinationexcept that the applicaatactivities 2;1:12812;“11@-1%)5?)%2 ((22)(8), g:](g)( 5(;3)(}nﬁ;rn;-)(‘lc)lg;),Fgee%?gé%zigmgzﬁggg,
may notinclude the der and sale of municipal securities unlesg’ 444, ef 1-1-93 1. and recr(4) (b), am. (5[intro.), RegisterDecembemo. 468,

the applicant passes the examination listed in sub. (3) (d).  eff. 1-1-95; am. (3) (intro.) and (5) (intro.), renum. (4) (e) to be (4) (H(e), Reg
(h) The applicant has received an order of the division, issu{étﬁ(ré?foc'a;bgr(lg?%g‘;% (‘S?‘(g%ﬁ;}%ﬁfgr)a;r?drfg(é))’(?)e’n?,"r:{_ ((34))(8)) lole) &r;d(h)]
under conditions as the division may prescribe, waiving theegister December1999, No. 528, &1-1-00,CR 01-082: am. (3) (intro.), .c{3)

requiremento takeand pass one or more of the examinations ;" ). renum. (6) to (10) to be (3 to (9), Register December 2001 NefsS2
sub. (3). '

(5) Any application for license which is not completed or DF|-Sec 4.02 Net capital requirements and aggre -
withdrawnwithin 6 months from thelate it is initially received gate indebtedness limitations. (1) Every broker—dealer
may be deemed materially incomplete, and the division may isspetheror not subject to rulé5c3-1 of the securities exchange
anorder denying the license. actof 1934, shall maintain net capital in such minimum amounts

(6) A license is déctive unders. 551.32 (1) (c) 4., Stats., atasare designated in that rule for the activities tebgaged in by
the following times prior to the expiration of 30 days from the filthe broker—dealer in this state.

ing of the application: (2) The aggregate indebtedness of each broker-dealait to
(a) Thedate that the division issues a license to an agent@her persons shall not exceed the levels prescribed under rule
broker—dealer; 15c3-1of the securities exchange act of 1934.

(b) The date that approval of licensed status as an agent of3) If a broker—-dealer is andividual, the person shall segre
broker—dealeris transmitted by the divisioto the applicant datefrom personal capitan amount stitient to satisfy the net

throughthe central registration depository of the nati@ssiocia Capital requirement, and the amount so segregated shaili-be
tion of securities dealers, inc.: or lized solely for the business for which the broker—dealer is

_— ) . licensed.
(c) On January 1 foany renewal application filed during L
Decemberof the preceding year with the central registration (4) Thedivision may by order exempt any broker—dealer from
depository,unless the division makes a written request for-adcﬂ1e provisions of this subsection, eithanconditionally or upon
tional information relevant to the application prior to January 1SPecifiedconditions, if by reason of the broker-dealenember
7) A securities agent license isfegftive to authorize the shipon a national securities exchange or the speaaire of its
( 9 .businessand its financial position, and the safeguards laat

licenseeto efectuate transactions only in the types of categorig o nestablished for the protection of customéusds and securi
of securities that the licenskes been qualified to sell by passingjeg the provisions are not necessary in the public interefst or
the examinations specified in sub. (3). the protection of investors.

(8) Foran agent to simultaneously represent in this state moreiistory: Cr. Register December1977, No. 264, & 1-1-78; am. (3) and (4),
thanone broker—dealer or issuer pursuant to s. 551.31 (2) (b) _gister,Decemberl_QBO, No. 300, éf1-1-81; am. (1), RegistéDecember1982,
Stats. the following requirements shall be met, in addition to tha>: 324 & 1-1-83;am. (1), Registebecemberl983, No. 336, £/1-1-84.

regularagent licensing requm_aments. DFI-Sec 4.03 Broker—dealers’ records. (1) Every
_ (a) Each broker—dealer or issuer that the agent represents Spalhsedbroker-dealer shall prepare and keep cumeits princi
signon a form designated by the division in s. DFI-Sec 9.01 ()| ofice, at a designatedfitfe located in the United States speci
(b), a written grant of permission to the agent to represent the otfigg in writing to, and permitted byhe division, or at an fiée
employersThe written grant of permission shall include the idenynderthe direct supervision and control of fwncipal or desig
tity of all other securitieemploymentfiliations of the agent and natedoffice, the following books and records relating to its busi
containa listing of all restrictions on the agensecurities activi ness:
tiesimposed by the agestemployers. (a) Blotters (or other records of original entry) setting forth an
(b) The agent shatiign on the form under pda), an acknow! jtemizeddaily record of all purchases and sales of securities, all
edgementnd verification of the informatiorequired under that receiptsand deliveries of securities (including certificate ARum
paragraph. bers),all receipts and disbursements of cash and all other debits
(c) The manually signed original of the form under. gay andcredits. The record shall show the account for which each such
shallbe filed with the division together with a written applicationfransactionwas efected, the name and amount of securities,
which may be in letter form, on behalf of the agent to simultanit and aggregatpurchase or sale price (if any), the trade date,
neouslyrepresent more than one broker—dealer or is$herdivi ~ andthe name or other designation of the person from whom pur
sion shall approve thapplication in writing prior to the agest’ chasedr received or to whom sold or delivered.
transactingsecurities business while simultaneously representing (b) Ledgers reflecting all asset, liabiliipcome, expensand
morethan one broker—dealer or issuer capitalaccounts.
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(c) Ledgers (or other records) itemizing separately aath andaddress of the beneficial owner of each accountcapis
cashand magin account of evergustomer and of the broker-of all guarantees of accourdaadall magin, lending and option
dealerand partners thereof, all purchases, sales, receipts aagteementsin the case of jointpartnership and corporate
deliveriesof securitiesand commodities for the account and alhccountsthe records required by this paragraph must be executed

otherdebits and credits to the account. by persons authorized to transact business for the account.
(d) Ledgers (or other records) reflecting the following: (m) Copies of all powers of attorneyd other evidence of the
1. Securities in transfer; grantingof any discretionary authorityith respect to a custem
2. Dividends and interest received; er's account.
3. Securities borrowed and securities loaned: (n) A record of the proof of money balances of all ledger

4. Moneys borrowed and moneys loaned (together Withaé:countsn the form of trial balances.

recordof the collateral therefor and any substitutions inctiikat (0) All partnershiparticles orin the case of a corporation, all
eral); and articlesof incorporation, by—laws, minute boo#tad stock certifi

catebooks of the broker—dealer

- . (p) A separate file containing copies of all advertising, as
(e) A securities record or ledger reflecting separately for ea réﬁnedin s. 551.02 (1r), Stats., published or circulatedieined

securityasof the clearance dates, all “long” or “short” position . - :
(including securities irsafekeeping) carried by the broker—dealef’ S: DFI-Sec 1.02 (1) (a) arfk), by the broker—dealer in the eon

for its account or for the accountitd customers or partners, anaductOf its securities business.

5. Securities failed to receive and failed to deliver

showingthe location ofill securities long and thefsétting posi (g) A computation madquarterly(on a calendar year basis)
tion to all securities short, arid all cases the name or designatio®f its net capital and ratio of its aggregate indebtedness to its net
of the account in which each position is carried. capitalon FormX-17A-5 of the federal securities and exchange

(f) A memorandum of each order (order ticket), and of affPMMissio(FOCUS Report). . . ,
otherinstruction given or received for the purchase or sale of secu () A register relating to eachfefing participated in by the
rities, whether executed or unexecut@the memorandum shall broker—dealeunder the registration exemption provisions of s.
showthe terms and conditions of the order or instruction, app1.23(10), (1) and(19), Stats., or made pursuant to an order of
modification or cancellation thereof, the account for whictexemptionissued under s. 551.23 (18), Stats., limiting the number
enteredwhether théransaction was unsolicited, the time of gntryof offers orsales permitted in &tonsin, containing the following
the price at which executed and, to the extent feasible, theofimegnformation;
executionor cancellation. Orders entered pursuant to the exercise 1. As to ofers made under s. 551.231f1Stats., or ders
of discretionary power by the broker-dealer or any employ@gadepursuant to an order @xemption issued under s. 551.23
thereof, shall be so designated. The term“time of entry” shajig), Stats., that limits érs, the name and address of eabéreé
meanthe time when the broker—dealer transmits the order gfthe broker—dealethe date the t#r was made, the control nem
instructionsfor execution, qrif it is not so transmitted, the time peron any dfering circular or other advertising material given to
whenit is received. the offeree, the names of all persons making tfer,adind thedate

(9) A memorandum (ordeicket) of each purchase and sale obf any sale as a result of thdesf and
securitiesfor theaccount of the broker-dealer showing the price 2 As to oferings made under §51.23 (10) and (19), Stats.,
and,to the extent feasible, the time of execution. or made pursuant to an order of exemption issued under s. 551.23

(h) Copiesof confirmations of all purchases and sales of sec(lL8), Stats., that limits sales, the name and address of each pur
rities, whetherthe confirmations are issued by the broker—dealehaserpther than an“accredited investor” as defiireRules 501
or the issuer of the security involved, and copies of notices of ahd506 of Regulation D of the securities att.933, the date the
otherdebits and credits for securities, cash and other items for tage was made, the control number on affering circular or

accountof customers and partners of the broker—dealer otheradvertising material giveto the purchaser and the names of
(i) Copies of all communications, correspondence and ott@l persons making the sale.
recordsrelating to securities transactions with customers. (s) Copies of customer monthly or other periodic statements

(i) A separatdile containing a copy of all complaints made othat are issued by the broker—dealer arefurnished to the
submittedby customers, and all investigative inquiries made dyroker—dealeby the issuer of the security purchased by a cus
law enforcement and securities regulatory authorities to tk@merof the broker—dealer
brokerjdealepr its agents re]ating to securitigs transgictions, and (2) (a) Except with respect to records specified in gy,
containing evidence, including representative copies, of theyerylicensed broker-dealer shpfieserve at its principalfafe,
responsesnade by the broker-dealer and its agents to the coga designated fie permitted bythe division under s. DFI-Sec
plaint or investigation. In this paragraph, “complaint” means any.03(1), or at an dice under the direct supervision and control
written or oral statement of a custonmrany person acting on of the principal or designatedfiak, all records required under
behalfof a customer alleging grievance involving the activities syp_(1). The records required in sub. (1) shall be preserved for at
of persons under the control of the broker—dealer in connectigiste years, with preservation for the first 2 years ireasily
with the solicitation or execution of asgcurities transaction or accessiblelace, except that records required under sul{kj1)
the disposition of securities or funds of that customer that Wou{g) and (m) shall be preserved by the broker—dealer for at least 6
constitutea violation of ch. 5515tats., or any rule or order there yearsafter the closingf the account. Records required under sub.
under,or constitute an unethical business practice under s. D b (0) shall be preserved by the broker—dealer for at least 6 years
Sec 4.06. after withdrawal or expiration of its license ihis state. The

(k) A customer information form (new account informatiorrecordmay be retainetly computer if a printed copy of the record
worksheetfor each customelf recommendations are to be madeanbe prepared immediately upon request. In the event a record
to the customerthe form shall include information regarditie  hasbeen preserved fame year as required under this subsection,
customer’sannual income, net worth aivestment objective pr a microfilm copy may be substituted for the remainder of the
if the customerefuses to provide the required information upofequiredperiod. Compliance with the requirements of the U.S.
request, a notation to thafedt. securitiesandexchange commission concerning preservation and

(L) For eaclcash and main account established and main microfilming of recordsor other means of retention of records,
tainedwith the broker—dealeinformation setting forth theame is deemed compliance with this subsection.
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(b) The customer account-related records in sub. (1) (a), (t?,l(I)SE(irs;mé(Z)_, ?egsteDegengngﬁG, l;gfz,léfi—égsﬁ arrg.lgl()j)(inFt{ro.), atnd
H H B cr. S), Registerbecember , NO. , —1-co;, am. , Register
(f) to (m)’ (p)’ (r) and (S) may be separately mamtamed:les:g December1989, No. 408, éf1-1-90; am(3) (intro.), RegisterDecember1991,

natedoffice permitted by the division, provided the records amo. 432, ef 1-1-92; am. (1) (intro.), (1) 2., (2) and (3) (), Regidtaremberl992,

immediatelyaccessible to the designated supervisor No. 444, ef. 1-1-93; renum. (2) to (2) (a) and am.,(@) (b), RegisteDecember
. . . 1994,No. 468, df 1-1-95; am. (3) (c), renum. (6) to be (7),(6), RegisterDecem
~ (3) Exceptas provided in pare), every branch fife of a  ber,1995, No. 480, &f1-1-96; am (1) (j), RegisteDecember2000, No. 540, &f
licensedbroker—dealeras defined in s. DFI-Sec 1.02 (7) (a), sha%égﬁllc%régctlon in (1) (p) made under s. 13.93 (2m) (b) 7., Stats., Register August
0. .

prepareand keep current the following records:
(a) Copies of the records described in sub. (1) (f), (h), (i), (), DFI-Sec 4.04 Reporting requirements. 1) ()

(k). and (p); . ) Exceptas provided in pars. (b) and (epch broker—dealer shall
__(b) Blotters(or other records of original entry) setting forth afje annually with the division withi0 days from the end of its
itemized daily record of all purchases and sales of securities. T{iga| year a copy of its annual financial statement in the form
requiremenmmay be satisfied by maintaininguait filing system  gpecifiedin rule 17a-5 under the securities exchange act of 1934,
where the order ticket information (described sub. (1) (f)) accompaniedby a computationf its net capital using the formula
requiredin par (a) is accumulated and segregated on a daily baglgeifiedin rule 15c3-1 under the securities exchange act of 1934.
__(c) Blotters (or other records of original entry) setting forth an ) The filing requirement in pafa) is not applicable to any
itemizeddaily record of alreceipts and deliveries of securities, g er—dealeregistered under the securities exchange act of
(including certificate numbersjand all receipts and disburse 1934t the broker-dealer isiot delinquent in the filing of its
mentsof cash. The record shall sholae account for which each 5naffinancial statements with the U.S. securities and exchange

entryis made. o commissionunder rule 17a-5 of the securities exchange act of
(d) Copies of customer monthly or othegriodicstatements 1934.

that are issued by the broker-dealer arefurnished to the o) The deadline established under. gay for a broker—dealer
b][c;ﬁerl;dekale_bé/ thle issuer of a security purchased by a customgffjje its annual financial statement shall be extended for an addi
orthe broker—dea er. ~tional 30 days upon the broker-dealer filing with the division

(e) Each branch &ite of a broker—dealer engaged solely in thgeforethe deadline date, a written request for an additidfal
offer and sale of either securities issued by openimrestment daysto file its annual financial statement.

companiesface amountertificate companies or unit investment (2) Eachbroker—dealer shall file with the division a copy of

gggfﬁ:’t? g;tfe L?Qtndgﬁgie :;Yc)er?trr:gntr gr?ln?gsaggrgdo?ft)l;ﬁo’sﬂaﬁ‘fery complaint or equivalent pleading related to its business,
P P prog ’ ' -ansactionspr operations in this state, naming the broker—dealer

gLrjiga&eand ike(_ep Eur;ir&t gopcieﬁ dOfdthz%%i{ii%%r”dse:cehsgggﬁ do'rnany of its partners, fifers or agents as defendants in any civil
1) 0, (), ), K, (3) (cpnd (d). yeact . or criminal proceeding, oin any administrative or disciplinary
branchoffice shall prepare and keep currestords described in oceedingy any public or private regulatory agewsthin 20
sub. (1) (p), but only of advertising materials either generategil

: : ; ysof the date the complaint or equivalent pleading is served on
Lr?an;gﬁgﬁti)é:nch oice or mailed by or placed in media by thethe broker—dealeror the broker—dealer otherwise receives notice

) ) thereof;a copy of every answer or reply thereto withthdays of
(4) Therecords required in sub. (8hall be preserved at thethe date it is filed; and a copy of the decisionger or sanction

branchoffice for a period of not less than 3 years, the first 2 yeaig, dewith respect to the proceeding within 20 days of the date the
in an easily accessible place, except that customeraceaunt decision order or sanction is rendered.

formsshall be preserved for a period of not less Bhggars after
the closing of the account. The recarthy be retained by com
puterif a printed copy of the record can be prepanethediately
uponrequest. In thevent a record has been preserved for one y
as required undehis subsection, a microfilm copy may be substi
tutedfor the remainder of the required period.

(5) This section does not require a licensed broker—déaler
make and keep such records of transactiafsared for the

licenseeby another broker-dealer as are customarily neade amendmento its application and providal information required
keptby the clearing broker deg.ler . . by forms prescribed by s. DFI-Sec 9.01 (1) together it

(6) A broker—dealer may utilize alternative records to satisf)jformationrequested by the divisiomvestment advisory activ
the requirements in subs. (1) and (3) upon application to afg may commence upon the expiration of 5 days from the filing
approvalby the division, provided that the alternative records prof the amendment or such earlier dagegpermitted by the division,
vide equivaleninformation to that required by those subsectionsinlessa request for additional information relevémthe amend
andprovided thathe alternative records are preserved and acceésentis made by the division prior to the expiratiortioé 5 days.
siblein conformance with subs. (2) and (4). (4) Everybroker—dealer shall file with the division the follow

(7) Thedivision may by order exempt any broker-dealer frorfid reports concerning its net capital and aggregate indebtedness:
all or part of the requirements of this section, either uncondition (a) Immediate electronic or written notice whenever the net
ally or upon specified conditions, if by reason of the special natw&pitalof the broker—dealer is less than is required under s. DFI-
of its business, the division finds the issuance of the order is-nec®sc4.02 (1), specifying the respective amounts of its net capital
saryor appropriatén the public interest or for the protection ofandaggregate indebtedness on the date of the notice;

investors. _ , (b) A copy of every report or notice required to be filed by the
History: Cr. RegisterDecember1977, No. 264, &f1-1-78; am. (3) (intro) and  phroker—dealerpursuant torule 17a-1 under the securities

cr. (3) (d), RegisterSeptemberl978, No. 273, €f10-1-78; rand recr(1) (p), Reg t -

ister, December1979, No. 288, é11-1-80; am. (1) (c), (d) 4., (e), (i), (k). (2), (3) €xchangeact of 1934, contemporaneowith the date of filing

g)nzrt;-)(, 3()6120?;?1 éb()d, (t40) é‘é Egg,(g?gnrg%gla)‘ n(llj),arrg?iiarr?r-)(;r)] éna)t?c)(pzlt)og)erg)u(mn) with the U.S. securities and exchange commission.

fronq| SEC 4.05 (9), RegisteDecember1980, No. 300, &1-1-81; am. (1) (fand (5) Each broker—dealer shall give immediate electronic or

(4), Register December1981, No. 312ff. 1-1-82; r (1) (s), am. (2), (3) (a) and (e), written notice to the division of the theft or disappearance of any

Register,December 1982, No. 324, &f 1-1-83; am. (1) (b) and (2), Register \p ; ) i ;
December1983, No. 336, €/1-1-84: am. (1) (7). (2) and (4), Regist@ecember Wisconsincustomers’ securities or funds that are in the custody

1984, No. 348, f 1-1-85; am. (1) (), RegisteDecember1985, No. 360, &  Or control of any of its dices, whether within or outside this state,

(3) (a) Except as provided in subs. (2) and (8), each broker-
dealershall file with the division any notice of change of control

rchange of name, as well as angterial change in the informa
10n included in the broker—dealermost recent application for
license,in an amendment t6orm BD filed with the central regis
tration depository within 30 days of the date of the change.

(b) Each broker—dealer that intentis provide investment
advisory services for compensation in this state shall file an

RegisterDecember 2002 No. 564
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statingall material facts known to it concerning the theft or disap (3) A broker—dealer shall not enter any contract with a cus
pearance. tomerif the contract contains any condition, stipulation or provi

(6) Eachbroker—dealer shall file with the division a copy ofsion binding the customer to waive any rights under 551,
any subordination agreement relating to the broker—dealthin ~ Stats.,or any rule or order thereundény such condition, stipu
10 daysafter the agreement has been entered, unless prior thel@i@n or provision is void.
the broker—dealer has filed a copy of the agreement with a national(4) No broker—dealer shall permit orfe€t a withdrawal of
securitiesexchange or association of which it is a member  any part of its net worth, including subordinated indebtedness,

(7) (a) Each broker—dealer shall notify the division in writingvhether by redemption, retirement, repurchase, repayment or
within 14 days of either the opening or the chaofjaddress in Otherwise, that would cause its net capital or its aggregate

this state of any “branch fife” as defined in s. DFI-Sec 1.¢2) indebtednesto violate s. DFI-Sec 4.02 (1) or (2), without prior
(a). written approval of the division.

(b) Each broker-dealer shall notify the division in writing not (5) Eachbroker—dealer shall provide each customer with
later than 14 days after the closing in this stateny “branch conformedcopy of all contracts and agreements between the
office” as defined in s. DFI-Sec 1.02 (7) (a), which notice shdiroker-dealeand the customer not lattran 20 days after the
specifythe efective date of the closing. customer'saccount is first established on theoks and records

(c) The notification provided to the division under pars. (a) the broker—dealerEach broker—dealer shall provide each cus

(b) shall include the address and telephone number of the brafiRe" With aconformed copy of the customer information form

g : : rescribed under s. DFI-Sec 4.03 () or an alternative doeu
o]fflce, the name of the su;]:‘)err]wsgr at tgia?rw(?be’ thehnur_n?er rr‘)nentthat contains at a minimum th(lg))custommameaddress
of agents operating out of that branc and any other infer . X A '
mati%nthe cFi)ivisiongmay request y net worth, annual income, investment objectives and any other

. . ... informationaffectingthe agens ability to make suitable recem

(8) Eachbroker—dealer shall file annually with the divisionyengationspot later than 20 days after the custdmaccounts
not later than November 30, a report identifying each of its branﬁrgt established on the books and recastithe broker—dealer
ohfﬁ%gs_lqcated in this state on FormbBDBrO(WI) designated by ,chcontract or agreement and new account form for a customer
L ﬁistx';'og 'Sezi'stzr'ggcfgge?igé (i% (22;1 €1-1-78: am. (1) and (3) whoseaccount involves both an introducibmker and a clearing
RegisterDecember1070, No. 288, &11-1-80; am. (4), (5). (8) and (), Register PTOKerwho provides services to the custonstralicontain or be
Eecignsbzer&lgsg,zzloéfslo% %%—1—8%;1 )azn) %) arjci (g),.c(ﬂ)b(b)l, Q%%glﬁlter%g%ergf et:')tcclc()mpgnleidbi/A a dlsclc;sure of the ||dent|tydand address mach

er, » No. 324, ef1-1-83; am. (1) (a), Regisiddecemberl198s, No. 336, roker—dealerA copy of any material amendment to a custésner
1-1-847 and recr(1) (@), renum. (1) (b) to be (1) (€), @) (b) andam. (0), Register oy ot o reemen?):)r cus¥omer information form shall be pro
December]1984, No. 348¢ff. 1-1-85; cr (10), RegisterDecember1985, No. 360, ,ag U P
eff. 1-1-86; rand recr(3), RegisterDecember1989, No. 408, f1-1-90; rand ~ videdto the customer within 20 days frdire date of the material
recr.(4),  (5), renum. (6) to (10) to be (5) to (9), Regisiecemberl990, No. 420,  gmendmentln this subsection, a materiamendment is pre
eff 1 ook renum. (8) tobe (8) (a) and am,(8) (b) and (), Registebecember o o it exist, without limitation, in thevent the broker-dealer
1991,No. 432, eff 1-1-92 renum. (4) to be (4) (a),.q#) (b), RegisteDecember ‘ ) ) K
%92491\‘;0. 46(%,) eiFfé 1—_1t—9D5; am.b (8)1 9(823’ Eegfggbz;zlerribg;lg%,_N[o.dltSO, eff . receivesrom the customer anmeécords on the customer informa
—1-96 am. (2), RegisteDecember: , No. , €f1-1-97; reprinted to correct ; H

printing error in (1) (a), RegisteApril, 1998, No. 508; am. (5) (a) and (6), Register.tlon form' char_lge_s to the custorfeannual Ir.lcome’ I’_let V\_/OI’th,
December1999,No. 528, ef 1-1-00; CR 01-082: am. (8) (a), Register Decembelivestment objectives or other changes to informatiéecafg
2001No. 552, eff 1-1-02,CR 02-102: t (3), renum. (4) to (9) to be (3) to (8) and  the agent$ ability to make suitable recommendatiéoisthe cus

am. (3) (a), Register December 2002 No. 564, eff. 1-1-03. tomeras required under s. DFI-Sec 4.06 (1) (C)

(6) Everybroker—dealer whose principalfick is located in
Ot%s state, other than a broker—dealer engaged solely infire of

. . : . and sale of either interests in direct participation programs or
the customem written confirmation, promptly after execution of, curities issued by open-end investment companies, face

arr]ld”befoge zonp]p_leftlon Of-’ each tra}gsgqlon'lThebconf'rTaﬁ'OZﬁ]wntcertiﬁcate companies or unitvestment trusts registered
shall set forth thenformation prescribed in rule 10b-10 of the derthe investment company act of 1940, shall have at least one

securitiesand exchange act of 1934 and whether the transact L . , g
wasunsolicited. ohb(r::f%gesedperson employed on a full-time basis at its principal

sec(:g)ritig\sbirsoslgeerg dgf,‘ Iecr)peenng_agjnedd isno\l,zgtrlr?emm&?nqgai?éi Offa (7) No broker-dealemay associate with a bank, savings insti
amountcertificate companies or unitvestment trusts registéredE@'gg#{gﬂf%@g@mﬁ'r:)grsoazﬂgrloni‘g:ns:?g'raimcéi?gousrgogf that
gng;tdhil\?v\:ﬁfetr? igag?rrr?e?t?(?g Sﬁéggrl%gf |;g%re%dttﬁ)a?|¥r? e entity publishing or circulating adve.rti.sing promqting the servi(_:es

; : d . firmatio direct! h fferedby the broker—dealer or assisting or providing information
Issuergives or sends a written confirmation directly to the- cu 0 persons t@stablish an account with the broker—dealer unless:

tomerfor the transaction. ) - ’
(a) The promotional or account—establishing functiongpeare

(c) A broker-dealer engaged solely in théeofand sale of formedby persons licensed as securities agents representing the
interestsin direct participatioprograms is not required to give O roker— d):aSIeror 9 P g

senda written confirmation under paf@), providedhat a cus . . )
tomersubscribing to purchase an interesaidirect participation ~ (b) The promotional or account-establishing functions are
programis provided immediately upon subscription with a copperformedby persons who are supervised by one of at least 2 per
of the subscription agreement entered into andstheer gives or sonsat the bank, savings institution, trust compaayings and

sendsa written confirmation directly to the customer for the trand0@nassociation or credit union who aréiagrs, branch or assist
action. ant branchmanagers or other employees occupying a similar

office or performing similar functions at each location where pro

of written supervisorprocedures and a system for applying sucitional or account-opening functions are performed, and are
proceduresyhich may be reasonably expectedprevent and icensedas securities agents representing the broker—degler
detectany violations of ch. 551, Stats., and rules and orders there (8) No broker—dealer shall conduct broker-dealer services on
under.The procedures shall include the designation, by nametBg premises of a financiahstitution where retail deposits are
title, of a number of supervisory employees reasonable in relatigen unless the broker-dealer complies initially and cortinu
to the number of its licensed agentdices and transactions in this 0usly with all of the following requirements:

state.A complete set of the procedures and system for applying(a) The broker-dealer services shall be conducted, wherever
themshall be kept and maintained at every branébeof practical,in a physical location distinct from the area in whioh

DFI-Sec 4.05 Rules of conduct. (1) (a) Except as pro
videdin pars. (b) and (c), each broker—dealer shall give or sen

(2) Eachbroker—dealer shall establish and keeprent a set
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financialinstitution’s retail deposits are taken. In all situations, the 1. The securities products are not insured by the FDIC or by
broker—dealeshall identify its services a manner that clearly otherdeposit insurance required by firencial institution$ gow
distinguisheghose services from tHmancial institutions retail ernmentakregulatory authority

deposit-takingactivities. The broker-dealsr name shalbe 2. The securities products are not deposits or other obligations

clearly displayed irthe area in which the broker—dealer conducsf the financial institution, and are not guaranteed by the financial
its broker—dealeservices. Nothing in this paragraph prohibits thgstitution.

financial institution from carrying out otheactivities within the 3. The securities products are subitzinvestment risks
designatedarea,provided that no promotional signs or materialﬁmI ‘ P 4 ’

shallbe displayed in the designated area othan those relating uding pOSS'b'_e loss of the principal mvested.
to the securities services. (h) The following shorterogo format disclosuresay be used

. " by a broker—dealer in advertisements and sales literature, includ
(b) Networking and brokeragefdiate arrangements shall be; materialpublished, or designed for use, in radio or television

. e epeel
g? \{ﬁénsg?t)i’easV;ﬂtéeph:gﬁsggggtitgr?tasﬁgsnfgoerm éﬂ?sreﬁlg?\zf)'ﬁ(':'rg'é}?)adcastsautomated teller machine screens, billboards, signs,

; : ] d brochures, toomply with the requirements of pég),
andbrokerage diliate arrangements shall provide that supervi ostersan : : : .
sory personnel of the broker—dealer and representatives of sﬁare%wdedthat thedisclosures are displayed in a conspicuous-man
securitiesauthorities, where authorized by state,lall be per
mitted access to théinancial institutions premises where the 1. Not FDIC Insured.
broker—dealeconducts broker—dealer services in order to inspect 2. No Bank Guarantee.
the booksand records and other relevant information maintained 3. May Lose ¥lue.
by the broker-dealer withespect to its broker-dealer services. i pyqyided that the omission of the disclosures required by

€par.(g)would not cause the advertisement or sales literature to be

affiliate arrangement clearly outlines tHaties and responsibili misleadingin light of the context in which the material is pre

ties of all parties. For purposes of this paragraph, “networking,ioqthe disclosures in pafg) shallnot be not required with

arrangementand “brokerage #ifiate arrangement” mean a con especto messages contained in anv of the followina:

tractual or other arrangement between a broker—dealer and 5P . g y g

financialinstitution pursuanio which the broker-dealer conducts L+ Radio broadcasts of 30 seconds or less.

broker—dealeservices on the premises afinancial institution 2. Electronic signs, including billboard-type signs that are

whereretail deposits are taken. electronic,time, and temperature signs and ticker-tape signs, but
(c) At or prior to the time that a custoriesecurities brokerage €xcludingmessages contained in media such as television, on-

accountis opened by a broker-dealer on the premises of afina€ computer services, or automated teller machines.

cial institution where retail deposits asken, the broker-dealer 3. Signs, such as banneusd posters, when used only as{oca

shall comply with all of the following. tion indicators.

1. Disclose to the customesrally and in writing, all of the _(j) _The broker—dealer shall promptly no_tify the financial insti
following information about the securities products purchased iition if any agent of the broker—dealeho is employed by the
soldin a transaction with the broker—dealer: financialinstitution is terminated for cause by the broker-dealer

a. The securities products are not insured by the Federal(k) The broker—dealer shall establish written supervisory pro
Deposit Insurance Corporation (“FDIC”), or by other depositeduresand a system for applying the procedures. The procedures
insurance required by the financial institut®rgovernmental shall comply with sub. (2) and shall be designed to accomplish
regulatoryauthority certainsupervisory functions, including but not limited to the fol

b. The securities products are not deposits or other obligatiéR¥ing: _ _ o
of the financial institution, and are not guaranteed by the financial 1. Prevention and detection of violations of ch. 551, Stats.,

institution. andany applicable rules and orders thereunder;
c. The securities products are subjertinvestment risks, 2. Establishment of a system under which the broker—dealer
including possible loss of the principal invested. approvesrior to use copies of all advertising used by the financial

2. Make reasonablefefts toobtain from each customer dur institution relating to thesecurities services conducted on the

ing the account-opening processyitten acknowledgment of Premisesof thefinancial institution for the purpose of ensuring
the disclosures required by subd. 1. compliancewith ss. 551.41 and 551.53, Stats.; and

(d) If broker—dealer services include any written or ceale 3. Establishment of a systefor prompt and proper execution
sentationsconcerning insurance coverage, other than FDIC 8pdsettiement of securities transaction ordtirs safekeeping of
similar insurance coverage, then clear and accurate, writtaralor Customerfunds and securities, and the maintenance of bawds
explanationsf the coverage shall also be provided to the custof£cords.
erswhen the representations are first made. (L) Notify the division at theime of filing the notice of open

() Recommendations by a broker—dealer conceraimg [N or change of address of a brancticefas required in s. DFI-
non-depositnvestmenproduct with a name similar to that of theS€c4.04 (7), that theffice is located on the premises of a financial
financial institution shall occur onlpursuant to a sales prograrnlnstltutlon |.n th|s .State, which notification shall include the iden
designed to minimize the risk of customer confusion. tity of the institution. o _

(f) All confirmations and account statements shall indicate (9) (&) Except as provideid par (b), each licensed broker-

clearlythat the broker—dealer servicae provided by the broker— dealerengagedn a general securities business that ceases to do
dealer. businessat a principal or branchfige located in iéconsin shall

. : il to each W6consin customer with an account at thiicefat
Advertisements and sales literature that announce the | ; . : " )
tior(lg())f a financial institution where broker—dealer serviaes astl4 _days before the cessation of buslne_ss atmbe_afvyrltten
provided by the broker—dealeror that are distributed by the notification that shall cgntaln the folllowmg |nformat|on..
broker-dealeon the premises of a financial institution, shalt dis 1. The date on which thefinle will cease to do business;
closeusing the following language osing the shortefogo for 2. A description of the procedure a customer may folow
mat language in pagh), the information in eaabf the following maintainthe customés account wittthe broker—dealetransfer
subdivisionparagraphs about the securities products purchasedt@raccount to another broker—deatar have securities and funds
soldin a transaction with the broker—dealer: held by the broker—dealer delivered to the customer;
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3. The name and telephone number of a person representing2. For purposes of making purchase recommendations to a
the broker—dealer who may be contacted without expense to thestomerwith respect to direct participation program securities,
customerto answer questions regarding items in subd. 2.; andthefollowing investor financial income and net worth suitability

4. Any additionalinformation necessary under the circumstandardsionot preclude the use of any other information, includ
stancedo clarify the information prescribed in this paragraph. |ng without Ilmltgtlon.th(.a crlterlz_a.ln.subd. 1., to establish suitabil

(b) The notificatiorrequirement under pa) is not applica 'ty Or lack of suitability in specific instances:
ble to the cessation of business at ditefwhere the cessationis ~a. The customer has an annual gross income of at least
causedy illness or death of all licensed agents at tHieofif the  $45,000and a neworth of at least $45,000 exclusive of the-cus
cessationof business at the fide does not occur for a periodtomer’s principal residence anits furnishing and personal use
exceedingl4 days. automobilespr

(10) Eachbroker-dealer shall disclose in writing to customers b. The customer has a net worth of at least $150,000,-exclu
atthe time of opening an account, any custfais, service fees, siveof the customes principal residence and its furnishings and
or maintenance fedhat may be chged to the customer and thepersonaluse automobiles.
basisuponwhich the chages are determined. Customers shall (d) Executing a transaction drehalf of a customer without
receivewritten notice at least5 days prior to the imposition of authorityto do so, except that use by a broker—dealeneiative
any new custodyservice, maintenance or similies, or any responseetter in conformity with rule 2510(d)(2) the national

changedo existing fees of that nature. associatiorof securities dealers, inc. is not a violation of this rule;
(11) No broker—dealer or agent, in connection with a-tele (e) Executing a transaction for the account of a customer upon

phoneor electronic solicitation, shall: instructionsfrom a 3rd party without first having obtained written
(a) Fail to provide bottthe callefs identity and the identity of 3rd party authorization from the customer;

the broker—dealer with whom the caller idited, at the begin (f) Exercisingany discretionary power infetting a transac

ning of any telephone or electronic solicitation. tion for a customes account without first obtaining written dis

(b) Telephone any person in this state between the hourscegtionaryauthority from the customeunless the discretionary
9:00 PM and 8:00 AM local time at the called persdotation powerrelates solely to the time or prifie the execution of orders,
without that individuals prior consent. or both;

(c) Telephone or electronically solicit any person in this state (g) Extending, arranging fpor participatingn arranging for
afterthat individual has requested that he orrsiitebe telephoned. credit to a customer in violatiaof the securities exchange act of

(d) Make repeated telephone or electronic solicitations in &§34or the regulations of the federal reserve board;
annoying,abusive or harassing manneitherindividually or in (h) Executing any transaction in a miar account without
concertwith others. obtainingfrom its customer a written ngin agreement not later

(e) Use threats, intimidation or obscene language in cennégan15 calendar days after the initial transaction in the account;
tion with securities recommendations, transactions or other bro (i) Failingto segregate customers’ free securities or securities
kerageaccount activities. in safe— keeping;

History: Cr. Register December1977, No. 264eff. 1-1-78; am. (8), (intro.), P : e : . :
Register September1978, No. 273, €110-1-78; 1 (5). renum. (6) to (8) to be (4) ., U) Hypothecating a customiersecurities withothaving a lien
to (6) and am. (5), (6) (intro.), (a) and (b), @), Register December1980, No. 300, thereonunless written consent of the customer is first obtained,

eff. 1-1-81; am. (6) (intro.and r (9), RegisterDecember1981, No. 312, &  exceptas permitted by rules of the U &curities and exchange
1-1-82yenum. (6) to be SEC 4.035, renum. (7) and (8) to be (6) and (7) and am. &%mmission'

Registey Decemberl982, No. 324, &f1-1-83; emay. cr. (8), eff. 4-15-83; cr(8), T o
RegisterAugust, 1983, No. 332, e0-1-83; am. (1) (a), and recr(1) (b), cr (1) (k) Chagingits customer an unreasonable commission er ser

c), (9) and (10), Registebecember1984, No. 348, &f1-1-85; am. (7), Register ,,; f ; .
(Dt)ec(er%berl(gsg. No%é%eff. 1—1—?36; am. (5), Registdbecemberlgi(ﬁ), No.g38t4, vice chage in anytransaction executed as agent for the customer;

eff. 1-1-88; am. (6), RegisteDecember1989, No. 408, &f1-1-90; am. (5), cr (L) Entering into a transaction for its own account witlua

(11), Register December1991, No. 432, éf1-1-92; am. (6), RegistdDecember : _ _ .
1692, No. 444, & 1-1-93 am. (6), (9) (©). (d) (intro.), and recr(9) (e), Register LOMerwith an unreasonable mark-up or mark-down;

Becirgger%9g4,lN§6. 468, é(%—l—(g% agl- (_5)tan[t)1 (6), lf)egilsgggcambiglz%ﬁ& (m) Entering into a transactidar its own account with a cus
0. , ef. 1-1-96; am. (5), crf , RegisterDecember , No. eff. : f ol : .
1-1-971. and recr(9). RegisterDecember1999, No. 528, 61-1-00; CR 01-0g2: t0Merin which a commission is ctged;

1. (6), Register December 2001 No. 58@, 1-1-02,CR 02-102: enum. (7) to (12) (n) Entering into a transaction with or for a customer@ice
to be (6) to (1) and am. (8) (L), Register December 2002 No. 564, eff. 1-1-03. not reasonably related to the current market price;

DFI-Sec 4.06 Prohibited business practices. ~ (0) Executing orders for the purchase by a customer of securi
(1) Thefollowing are deemed “dishonest or unethical busine§§s not registered under s. 551.25 or 551.26, Stats., unless the
practices’or “taking unfair advantage of a customer” dyraker— Securitiesare exempted under s. 551.22, Stats., or the transaction
dealerunder s. 551.34 (1) (g), Stats., withéiting those terms 1S €xempted under s. 551.23, Stats.;
to the practices specified herein: (p) Representing itself as a financial or investment planner

(a) Causing any unreasonable delay inttaesmitting of cus consultant,or adviser whenthe representation does not accu
tomerorders for execution, the delivery of securities purchased ifely describe the nature of the servio#iered, the qualifications
any of its customers, the payment upon request of free credit fl the person déring the services, and the method of compensa
ancegeflecting completed transactions of anytsfcustomers or tion for the services;
thetransfer of a customier account securities positions and-bal (q) Violating any rule of any securities exchange or national
ances to another broker—dealer; securitiesassociation of which it is a member with respect to any

(b) Inducing trading in a customsraccount which is exces Customertransaction or business in this state;
sive in size or frequency in view of the financial resources and (r) Failing to furnish to a customer purchasing securitiesin
characteiof the account; offering, not later than the date of confirmatiofithe transaction,

(c) 1. Recommendingp a customer the purchase, sale dtithera final prospectus org@reliminary prospectus and an addi
exchangeof any security without reasonable grounds to belieyional document, which together includkinformation set forth
thatthe recommendation is suitable for the custoomethe basis N the final prospectus;
of information furnished by the customer after reasonable inquiry (s) Introducing customer transactions on a “fully disclosed”
concerningthe customés investmenbbjectives, financial situa basisto another broker—dealer that is not licensed under ch. 551,
tion and needs, and any other information known by the broke$tats.,unless the customer is a person described in s. 551.23 (8)
dealer; (a)to (f), Stats.;
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(t) Recommending to a customer that¢bstomer engage the  (c) The license of an agent representing an issuer expires on
servicesof an investment advisebroker—dealeor agent not July 31 following the date of the issuance of the license, or upon
licensedunder ch. 551, Stats., unless the custommer person thetermination of the déring for which the agent was licensed,
describedn s. 551.23 (8) (a) to (f), Stats.; whicheverfirst occurs. Each renewal application for license as an

(u) Failing to accurately describe or disclose in advertising 8gentrepresenting an issuer shall be filed with the division
othermaterials used in connection with fi@motion or transac 'aterthan July 1 prior to expiration of the license.
tion of securitiedusiness in this state, the identity of the broker— (d) The division may by order limit the period of, or specify
dealeror the issuefFor purposes of this paragraph, “other materin earlier expiration date foany license.
als” includes, butis not limited to, business cards, business (2) Thelicense of an agent is nof@dtive during any period
stationeryand display signs. when either of the following apply:

(2) The following aredeemed “dishonest or unethical busi  (a) The broker—dealer that the agent represents is not licensed
nesspractices” or “taking unfair advantage of a customer” by aor when the securitiesf the issuer that the agent represents are not
agentunder s. 551.34 (1) (g), Stats., without limiting those ternssibjectto an efective registration statement or affective
to the practices specified in this subsection: exemption,or upon termination of the fefring.

(a) Borrowing money or securities from, lending money or (b) The agens status with the national association of securities
securitiesto, a customer of thagent or the broker—dealer thatdealersor a national securities exchange is deficient for failure to
employsthe agent unless that customer financial institution or meetcontinuing education requirements.

institutionalinvestor designated in s. 551.23 (8) (a) to Stats, History:  Cr. Register December1977, No. 264, éf1-1-78; am. Register
. g . (8) (@) M, December1980, No. 300ef. 1-1-81; am. (1), RegisteDecember1982, No. 324,
(b) Acting as a custodian for monegcurities or an executedeff. 1-1-83; am. (1), Registdbecember1983, No. 336, &f1-1-84; am. (2), Regis

. ter, December1984, No. 348, &f1-1-85; am. (1) (a) and (b),(d) (c), renum. (1)
stockpower. ofa Cusmm?r_‘ . (d) and (e) to be (1) (c) and (d), Regisi2ecember1985, No. 360, &f1-1-86; am.
(c) Effecting any securities transaction not recorded on the rég (c), RegisterDecember1994, No. 468, &f1-1-95,CR 02-102: r and recr (2),

ular books or records of tHaroker—dealer which the agent repre RegisterDecember 2002 No. 564, eff. 1-1-03.
sentsunless the transaction is disclosed to, and authorized i writ . . .
DFI-Sec 4.08 Withdrawal of licenses. (1) An applica

ing by, the broker—dealer prior to execution of the transaction;_. ; >
i - ) o .~ "tion for withdrawalfrom the status of a licensed broker—dealer

(d) Effecting transactions in securities fm account operating nqer 5. 551.32 (9) (a), Stats., shall be figtthe licensee on
undera fictitious name, unless disclosed to, padmitted inwrit  Fom BDW with the central registration depositolfythe licensee
ing by, the broker—dealer or issuer which the agent represents;asany open customer accounts in this state, the settleshent

(e) Sharing directly or indirectly in profits or losses in thehoseaccounts is a condition of its withdrawal. Additional irfor
accountof any customer without first obtaining writtenthoriza  mation may be required by the division and withdrawahs
tion of the customer and the broker—dealer which the agent repséfective until permitted in writing by the division or electreni
sents; cally noticed through the central registration depository

(f) Dividing or otherwise splitting commissions, profits or (2) An application fowithdrawal from the status of a licensed
othercompensation receivable in connection wiitl purchase or agentshall be filed by the broker—dealer or issuer whictetient
saleof securities in this state with any person not also licensedrapresentswithin 15 days of the termination of the agent’
anagent for the same broker—deatarfor a broker-dealemder employmenton Form U-5 prescribed in BIFI-Sec 9.01 (1),
director indirect common control; and togetherwith any additional information required by the division.

(9) Failing to accurately describe o disclose in advertising pSont Ct RediserDecentbert . Ne. 260 6111 e, () and 2)
othermaterials used in connection with {@motion or transac No. 324, ef. 1-1-83; am(2), RegisterDecemberl984, No. 348, &f1-1-85 am.
tion of securities business this state, the identity of an agent’ (1), Registey December1994,No. 468, ef 1-1-95 correction in (1) made under
employing broker—dealer or issuer or the nature of the agenf 1395 (2m) (b) 7., Stats., Registaugust, 1999, No. 524.
securitiesservices dered. Fompurposes of this paragraph, “other

g:g:%rrl]aelrsy;r;]%uggblt;l;t ;gnZOt limited to, business cards, busmeﬁ&sesof agent license applications filed pursuant to s. 551.32 (1),
. g ’ . ) ) Stats. and agent license withdrawal applications filed pursuant to

(h) Misrepresenting the services of a licensed investmeqits51 32 (9) (a), Stats., the division miague temporary agent
adviser on whose behalf the agent is soliciting business |icensesand terminate agent licenses in accordance with tempo

DFI-Sec 4.085 Temporary agent licensing.  For pur

accounts. rary registration procedures under the central registration deposi
(i) Engaging in any of the practices specified in sub. (1) (a), (B)ry of the national association of securities dealers, as developed
(c), (d), (e), (O, (9), (h), (0), (p), (q), (r) and (t). undercontract with the North American securities administrators

History: Cr. RegisterDecember1977, No. 264, &f1-1-78; r(1) (u), Register ~ associationThe license of an agent transferring from one licensed
September1978, No. 273, £110-1-78, am. (2) (q). Regist@ecemberl979, No. groker—dealeto another is not &dctive unless the requirements

288, eff. 1-1-80; renum. (1) (e) to (u) to be (1) (f) to (v) and am. (1) (), (p) and (q . .

or. (1) (¢) and (2) (g), am. (2) (intro.), (a), (d) 4 RegisterDecemberl9g0, No. nderthe temporary registration procedure are met by the_agent,

300, eff. 1-1-81; r (1) (u) andam. (2) (h), RegisteDecember1981, No. 312, &  the broker—dealers involved in the transfendthe central regis

1-1-82; am. (1) (h), renum. (2) (h) to be (2) (i) and2y (h), RegisteDecember  tration depository

}?ﬁ%slzlo 32‘1‘ ef 1};1—_83,Dam. (28 (&gsae%st%a%czrfnlb_ef_lgg& N0i336’Réf History: Cr. Register December1984, No. 348, &f1-1-85 correction made

; am. (1) (@), RegistgDecember1 984, No, 348, am- (U (0. Reg  \iers 13,93 (2m) (b) 7., Stats., Regisfugust, 1999, No. 52€R 02-102: am

ister, December1986, No. 372, &f1-1-87; am. (1) (a), and recr(2) (g), Register ~ J17ETS: - b 5805 No- 564 %51_3_03' » No. -am.

December1988, No. 396, &f1-1-89; am. (2) (a), Registdbecember1992, No. ~RegisterDecember 0. 964, eil. :

444, ef. 1-1-93; am. (1) (d) and (2) (®)r. (1) (u), RegisterDecember1994, No. . ) )

éﬁg’-ef' 151—95; brenltgg.6 (11)\1 (c) }1% ge e(fli (cl) %r-,?(l) (© (22-), ?Bn Fgl) (S{ tg (u), (2,3) (@, DFI-Sec 4.09 Denial, suspension, revocation and
egister,December , NO. , =1-9/7;, am. 1), RegisteDecember : H o H

2000,No. 540, eff 1-1-01:CR 02-102: am. (1) (d), Register December 2002 No. C€NSUre.  Any order denying, suspending or revoking the license

564, eff. 1-1-03. of a broker—dealer or agent or censuring a licensee may include
suchother sanctions as the division finds appropriate.

_ f ; ; History: Cr. RegisterDecemberl977, No. 264, €f1-1-78; renum. (1) and am.,
DFI-Sec 4.07 License period. (1) (a) The license of r. (2), RegisterDecember1981, No. 312, &f1-1-82.

any broker—dealeexpires at midnight December 31 following the
dateof issuance of the license. DFI-Sec 4.10 Bank agency transactions. (1) (a) A

(b) The license of an agent for a broker—dealer expires at mighnk, savings institution or trust company not licensed as a
night on December 31 following the date of issuance of thwoker—dealemay execute orders for the purchaseabe of secu
license. rities as agent for the purchaser or seller thereof, in transactions

RegisterDecember 2002 No. 564
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notin violation of ch. 551, Stats., if the bank, savings institutiof100,000per purchaseissued by and on behalf of a third party

or trust company: bank, savings institution or trust compamhose securities are
1. Does not hold itself out generally to the public, as thgxeémptunder s. 551.22 (3), Stats., agent for the purchaser or
phraseis defined in par(d), as a securities broker; sellerthereof, in transactions not in violation of ch. 551, Stats., if

2. Has no association, agreement or contract with any brokf?—e bank, savings institution arust company does all of the fol

dealerrequiring or permitting the bank, savings institution or tru pwing: , . - .

companyto promote the services of the broker—dealer or assist or(@) Requires that the promotionaiministrative or transac
provide information to persons to establish an account with ti@n execution functionare performed by its employees who are
broker-dealein exchange for any commission, profitather Supervisedoy a person at the bank, savings institution or trust
remunerationdirectly or indirectly from the broker-dealer orcOmpanywho is an dicer, branchor assistant branch manager or
from the customer unless: otheremployee occupying a similarfizie or performing similar

a. The promotional or account—establishing functions are functions at each location whettee promotional, administrative
i p 9 pet't{h ansaction execution functions are performed.

formedby persons licensed as securities agents representing ) Discloses to each customer the identity of the issuer of the

broker—dealeror oy ) A LT OO
b Th " | t—establishing functi certificateof deposit if diferent from the bank, savingsstitution
. e promotional or account-establishing functions agg st company déring it.

performedby persons who are supervised by one of at least 2 per : . .. . . .
sonsat the bank, savings institution or trust company who &ire of_ () Discloses in advertising materigisblished or circulated
cers. branch or ’assistaMranch managers or other employee.@ this state relating to the certificate of deposit all of the follow

occupyinga similar ofice or performing similar functions at each'™9" ) .
location where promotional or account-opening functions are 1. The name, and the city and state location, of the lsark,
performed,andare licensed as securities agents representing tRgS institution or trust company that is the issakthe certificate
broker—dealer; of deposit. . . 3

3. Has no direct interest in the sale or distribution of the-secy, 2 The interest rate on, aell as the duration of, the certificate

rities purchased osold, receives no commission, profit or otheP! deposit. _ o
compensatiorirom any source othéhan the purchaser or sefler 3. The identity of the provider of the federal deposit insurance
anddelivers to the customer its own written confirmatiorihef  on the certificate of deposit.
orderwhich clearly itemizes its commission, profit or other eom 4. The existence of any formal supervisananaging or sim
pensationand ilar agreemenbetween an issuing bank, savings institution or
4. In connection with purchases of securities from or throudfist company and the federal deposit insurance corporation or

broker—dealersdiscloses to the broker—dealer whether the puptherfederal or state agencys well ashe existence of any con
chaseis for its ownaccount, or for the account of a customer fogervatorship,receivershipor similar proceeding involving the
whomit is acting as trustee, or for taecount of a customer for issuingbank, savings institution or trust compamwether under
whomit is acting as agent and whether the customer is a per§éafeor federal law
specifiedunder s. 551.23 (8) (a) to (f), Stats. (d) Makes, keeps current and preserves for a period of not less

(b) The bank, savings institutioar trust company shall make’than3.yea.rs, a record of purchases of third party ce.rtlflcates of
keepcurrent and preserve for a period of not less &ears, ade depositby it as agent for the purchaser or sefléis requirement
quaterecords of purchases and sales of securities by it as agenf8y be satisfied by keeping copies of purchase applications and
its customers, including copies of its own confirmations deliveré@iStomerchecks or copies of confirmations from the issuing bank,
to its customers and copies of confirmations received froRfvVingsinstitution, or trust company _
broker-dealersn connectionwith the transactions and records,So%: S RegserberenonieTT o, 26, ¢1_L78: (1 (. 0
confirmingany customer is a person specified under s. 551.23 (B)a) and (b) to be (1) (c) and (d), &) (a) and (band (4), e 4-15-83; renum.
(a) to (f), Stats. (1) (a) and (b) to be (1) (c) and (d), (&) (a) and (b) and (4), Registéugust, 1983,

. . . . . . .. ..No0.332, ef. 9-1-83; am. (4) (a), Registdbecember1984, No. 348, &f1-1-85

(c) Nothing in this section prevents a bank, savings institutiam. (1) (d), (2), RegisteDecember1996, No. 492eff. 1-1-97; CR 02-041: renum.

or trust company from acting aepository custodian, exchange (1) to (4) to be (1) (a) to (d),.d2) Register August 2002 No. 560, &1-02; correc

d .. . tionin (1) (a) 1. made under s. 13.93 (2m) (b) 7., Stats., Register August 2002 No.
agent,escrow agent, transfer agent, regis@gent administering 530 b52107" am. (1) ) 1., RegistaDecomber 2003 No. 564, off Lo1-05

dividendreinvestment plans @m any similar capacity in the okdi

nary course of business. DFI-Sec 4.11 Brokered certificates of deposit. A
(d) In thissection, the phrase “hold itself out generally to theroker—dealeoffering and selling to persons inistfonsin feder
public” includes, but is not limited to: ally insured certificates of deposit issued by and on behalf of

financial institutions whose securities are exempt under s. 551.22

describesecurities services available at or through the bank, sé ), (4), or (5), Stats.r,] ?Ir are elxemp;;[e?l b3f/ (r)]ridfetllled ynQer S.
ings institution or trust companxcept for advertising relating 2>1-23(18), Stats., shall comply with all of the following:

to securities transaction execution services provided in accord (1) The advertising materialpublished or circulated in this
ancewith s. DFI-Sec 4.05 (8); or staterelating to the certificate of deposit securities sbaithply

2. Executing securities transactions as agent for the accollif all of th? following: . .
of others except oan isolated basis incidental to the performance (&) The disclosure standards contained in 12 CFR 526.2 relat
of banking functions for those accounts, or except in transactidi§ to, among other things, interest or dividend rates, percentage
involving securities exempted under s. 551.22 (9), Stats., ¥j¢lds, deposit duration and minimum investmeamount
involving securities exempted under s. 551.22 (1), Stats., (ott@fluirements.
thanrevenue obligations payable from payments to be made in(b) Disclose any early withdrawal penalty
respectof property or money used under a lease, sale or loan(c) Disclose, in conjunction with any reference to either the
arrangemenby or for a nongovernmental industrial or commerabsencef apenalty for early withdrawal or to a secondary resale
cial enterprise). marketfor the certificates of deposit, that the resale price in a
(2) A bank, savings institution or trust company not licensdgansactionin the secondarynarket may be less than the face
asa broker—dealer may take applications, assist in account opgalueof the certificate.
ing, and execute orders for the purchase or sale of federally (d) Disclose in conjunction with any reference to specific rates
insuredcertificates of deposit iprincipal amounts not to exceedof interest for certificates of deposit, the correspondinigtion

1. Publicationor circulation of advertising that fefs or

RegisterDecember 2002 No. 564
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of the certificateand the date as of which the advertised interelstwing written information, which may be either contained on the
rateor rates are available. confirmationor provided separately:

(e) Disclose the existence of any supervisomanaging or (@) The name of the financial institution that is the issuénef
similar agreement between an issuing financial institution and tRgrtificateof deposit. _ _ 3
federal savings and loan insurance corporation, tederal (b) The city andstate location of the issuer of the certificate of
depositinsurance corporation or other federal or state agescy 4€POSit. _ B
well as the existence of any conservatorship, receivership er simj (C) The interest rate on, as well as the duration of, the certificate

lar proceeding involving the issuing financial institutiorhether Of deposit. _ o
understate or federal law (d) The identity of the providesf the federal deposit insurance

the certificate of deposit.

. “ . v . on
(f) Contain the language “May be issued by out-of-state in<! (e) The disclosures required under sub. (1)f@y of the cif

_tutic_)ns_” if the certific_:atgs of dep_osit mf'ne i_ssued_by a financial cumstancedisted therein are applicable to the issuing financial
|nst|tut|o.nwhose. principal cﬁicg IS not |.n Wscpnsm. ) institution. The disclosures shall be provided not later than the
(9) Disclose in any advertisement in whigither the highest settlementlate of the transaction, and shall be accompanjed
annualpercentage rate stated for a spedification certificate of disclosureby the broker—dealer of the address at which the pur
deposit,or the only annual percentagee stated is available for chasermay obtain the most recently published financial state

purchasethrough the broker—dealer from fewer thamn8titt- mentsfor the issuing financial institution.
tions, each of which does not have its principdioafin Wiscon- (3) The broker—dealer shall furnish promptly to each-pur

sin, the name and citgnd state location of each such financiathaserof a certificate of deposit who requests a copy of the most
institution. recent annual financial statements for the issuer of the certificate

(2) Thebroker—dealer shall deliver to each purchaser of-a Cgﬁ deposit, a copy of the financial statementa wrritten summary

- - . . ereof.
tificate o_f deposit not later tha_n the dqte_ of the confirmation for tl History: Emen. cr ef. 8-15-89; cr Register December1989, No. 408, &f
transactionexcept as otherwise providedpar (e), all of the fol  1-1-90;am. (1) (c), RegisteDecember1992, No. 444, &1-1-93.
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